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CONFIDENTIAL HONG KONG 1695 

DEPARTMENT PASS TREASURY AND FEDERAL RESERVE BOARD 

E.O. 11652: GDS 
TAGS: EFIN, JA 

SUB J : JAPANESE FINANCIAL INTERESTS IN MIDDLE EAST 

1. WATANABE, BANK OF JAPAN REPRESENTATIVE, RETURNED RECENTLY 
FROM ONE MONTH TRIP TO SAUDI ARABIA, KUWAIT AND IRAN AND LEBANON 
TO GETHER INFORMATION ON THEIR ECONOMIES. IT IS PART OF THE 
TERRITORY HE COVERS FROM HONG KONG. HIS OBSERVATIONS, FROM 
JAPANESE POINT OF VIEW, MAY BE OF INTEREST AND MAY CONFIRM 
INFORMATION AVAILABLE FROM OTHER SOURCES. 

2. LEBANON - LOCAL BANKS IN BEIRUT ACTING AS INTERMEDIARIES FOR 
WEALTHY SAUDI ARABIANS, KUWAITS, ETC., AND "SEMI-GOVERNMENTAL" 
ORGANIZATIONS WERE SEEKING INVESTMENTS IN ASIA. THEY WERE 
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LACK OF KNOWLEDGE IN AREA. IMPORTANT LENDING TARGET WAS LARGE 
JAPANESE COMPANIES. 

3. HE WAS STRUCK BY STRONG HOLD CENTRAL BANK HAD OVER FOREIGN 
EXCHANGE MARKET. HE WAS TOLD BY CENTRAL BANK THAT BANKING 
SECRECY MADE IT DIFFICULT TO KNOW HOW MUCH FOREIGN EXCHANGE 
COMMERCIAL BANKS HAD, BUT THAT IT ESTIMATED HOLDINGS TO BE $3-4 
BILLION. 

4. SAUDI ARABIA - SAUDI MONETARY AUTHORITIES TOLD HIM THAT FOR 
SAUDI FISCAL YEAR BEGINNING JUNE 1974 AND ENDING JUNE 1975, THEY 
ESTIMATED B/P SURPLUS OF $1 1 BILLION. THIS PROJECTION BASED ON 

NET EARNINGS OF $7 PER BARREL AND PRODUCTION LEVEL EQUAL TO SEPT- 
EMBER 73 OUTPUT. THEY EXPECTED TO INVEST BULK IN US GOVERNMENT 
SECURITIES WITH REST IN EUROPEAN AND TO SOME EXTENT IN JAPANESE 
GOVERNMENT SECURITIES. HE WAS ALSO TOLD THAT PURPOSE DAVID 
ROCKEFELLER VISIT WAS TO PERSUADE SAUDIS TO PUT ARAMCO PAYMENT 
IN CHASE MANHATTAN ACCOUNT. 

5. OIL PRODUCTION - HE WAS OPTIMISTIC ABOUT PROSPECTS OIL 
PRODUCTION INCREASE. HE THOUGHT IRAN WAS INCREASING ITS PRODUCTION 
AND IRAQ "WAS TRYING TO." SAUDI ARABIA WOULD HAVE TO FOLLOW 
ALONG TO MAINTAIN ITS MARKET SHARE. EXECUTIVE OF JAPANESE 
CONTROLLED ARABIAN OIL COMPANY SAID THAT THEIR PRODUCTION CAPACITY 
WOULD INCREASE 30 PERCENT THIS YEAR AND BELIEVE ARAMCO WAS 

DOING SAME. 
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